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SENATE BILL NO. 491
House Taxation Hearing With Sponsor Amendments
Prepared by Harold Blattie 4/02/2009
INTRODUCED BY D. LEWIS

A BILL FOR AN ACT ENTITLED: "AN ACT REVISING THE METHOD FOR DETERMINING THE
PORTION OF THE PROPERTY TAX LEVY BY POLITICAL SUBDIVISIONS FOR GROUP
BENEFIT INSURANCE CONTRIBUTIONS THAT ARE NOT SUBJECT TO THE PROPERTY
TAX LIMITATION LAW; PROVIDING A TRANSITION PROVISION; AMENDING SECTIONS 2-9-

212, 2-18-703, AND 15-10-420, MCA; AND PROVIDING AN EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section 1. Section 2-9-212, MCA, is amended to read:

"2-9-212. Political subdivision tax levy to pay premiums contributions. (1) Subject to 15-
10-420 and subsection (2) of this section, a political subdivision, except for a school district, may
levy an annual property tax in the amount necessary to fund the premium contribution for
insurance, deductible reserve fund, and self-insurance reserve fund as authorized in this section

and to pay the principal and interest on bonds or notes issued pursuant to 2-9-211(5).

Purpose s 1o appiv the = “sontnbutics’ consistently ibrounhaoul,

(2) (a) If a political subdivision EEaaEREIMKEEN contributions for group benefits under 2-18-703

pelitical—subdivision's—premium—contributions, the amount in excess of the base amount

CONTRIBUTION as determined under 2-18-703(4) (g} (c) for group benefits under 2-18-703
beyond-the-amount-of contributions-ineHect-at- the-beginning-of the-last fiscal-yea isnotsubject

to the mill levy calculation limitation provided for in 15-10-420. Levies implemented under this



section must be calculated separately from the mill levies calculated under 15-10-420 and are not

subject to the inflation factor described in 15-10-420(1)(a).

cotnpiah o Thase” o clanfy whal amount s used as the base for
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Amendment changes the term “amount” to “contribution” for further clarification

i) Contributions for group benefits paid wholly or in part from user charges generated b

proprietary funds, as defined by generally accepted accounting principles, are not included in the

amount exempted from the mill levy calculation limitation provided for in 15-10-420.
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—(ii) If tax-billing software is capable, the county treasurer shall list separately the cumulative
mill levy or dollar amount on the tax notice sent to each taxpayer under 15-16-101(2). The
amount must also be reported to the department of administration pursuant to 7-6-4003. The mill
levy must be described as the permissive medical levy.

(b) Each year prior to implementing a levy under subsection (2)(a), after notice of the hearing
given under 7-1-2121 or 7-1-4127, a public hearing must be held regarding any proposed
increases.

(c) A levy under this section in the previous year may not be included in the amount of
property taxes that a governmental entity is authorized to levy for the purposes of
determining the amount that the governmental entity may assess under the provisions of
15-10-420(1)(a). When a levy under this section decreases or is no longer levied, the

revenue may not be combined with the revenue determined in 15-10-420(1)(a).

(3) (A) FOR THE PURPOSES OF THIS SECTION, "GROUP BENEFITS" MEANS GROUP

HOSPITALIZATION, HEALTH, MEDICAL, SURGICAL, LIFE, AND OTHER SIMILAR AND




RELATED GROUP BENEFITS PROVIDED TO OFFICERS AND EMPLOYEES OF POLITICAL
SUBDIVISIONS, INCLUDING FLEXIBLE SPENDING ACCOUNT BENEFITS AND PAYMENTS IN
LIEU OF GROUP BENEFITS.

(B) THE TERM DOES NOT INCLUDE CASUALTY INSURANCE AS DEFINED IN 33-1-206,
MARINE INSURANCE AS AUTHORIZED IN 33-1-209 AND 33-1-221 THROUGH 33-1-229,
PROPERTY INSURANCE AS DEFINED IN 33-1-210, SURETY INSURANCE AS DEFINED IN 33-
1-211, AND TITLE INSURANCE AS DEFINED IN 33-1-212."

Purposs s to define group henefits which are nol defined in current law applicable to
politicat subdivisions,  The bnguage 5 argely borrowed from the definition of gioup
benefits for stale empioyees. removing inanpicatle language

Section 2. Section 2-18-703, MCA, is amended to read:

"2-18-703. Contributions. (1) Each agency, as defined in 2-18-601, and the state
compensation insurance fund shall contribute the amount specified in this section toward the
group benefits cost.

(2) For employees defined in 2-18-701 and for members of the legislature, the employer
contribution for group benefits is $557 a month from January 2007 through December 2007, $590
a month from January 2008 through December 2008, and $626 for January 2009 and for each
succeeding month. For employees of the Montana university system, the employer contribution
for group benefits is $557 a month from July 2006 through June 2007, $590 a month from July
2007 through June 2008, and $626 for July 2008 and for each succeeding month. If a state
employee is terminated to achieve a reduction in force, the continuation of contributions for group
benefits beyond the termination date is subject to negotiation under 39-31-305. Permanent part-
time, seasonal part-time, and temporary part-time employees who are regularly scheduled to
work less than 20 hours a week are not eligible for the group benefit contribution. An employee
who elects not to be covered by a state-sponsored group benefit plan may not receive the state
contribution. A portion of the employer contribution for group benefits may be applied to an
employee's costs for participation in Part B of medicare under Title XVIIl of the Social Security

Act, as amended, if the state group benefit plan is the secondary payer and medicare the primary

payer.




(3) For employees of elementary and high school districts and-of-local-gevernment-units, the
employer's premitm contributions may exceed but may not be less than $10 a month. Subjestto

(4) (a) For employees of lecal-governmentunits POLITICAL SUBDIVISIONS, AS DEFINED IN

2-9-101, EXCEPT SCHOOL DISTRICTS, the employer's contributions may exceed but may not

be less than $10 a month.
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(b) Subject to the public hearing requirement provided in 2-9-212(2)(b), the amount in excess

of the base ameunt CONTRIBUTION of a local government's property tax levy for contributions

for group benefits as determined in subsection (4) {d} (c) is not subject to the mill levy calculation
limitation provided for in 15-10-420.
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the term “amount” to “contribution” for further clarification

(c) Subject to subsections (4)(c)(i) and (4)(c)(ii), the base contribution is determined by
multiplying the average annual contribution for each employee on July 1, 1999, times the number
of employees for whom the employer made MAKES contributions for group benefits under 2-9-

212 on July 1, 1999-OF EACH FISCAL YEAR.




Establishes how the base amount is determuned if a political subdivision had a group
benefit plan in piace July 1. 1839, Amendment relocates the determination of the base

each year into this subsection because subsection (d) is being stricken.

(i) If a political subdivision did not make_contributions for group benefits on or before July 1,
1999, and subsequently does so, the base contribution is determined by multiplying the average
annual contribution for each employee in the first year the unit-ef-ocal-government POLITICAL
SUBDIVISION provides contributions for group benefits times the number of employees for whom

the employer made MAKES contributions for group benefits under 2-9-212 in-that-year ON JULY !
OF EACH FISCAL YEAR.

Establishes how a polttical subdivision that did not have a group benefit plan in place on
July 1. 199% estabiishes the base to be uses iy calculating the permissive lovy, Changes
the termr “undt af docal government” fo Cpolitical subdivision” for consistency.
Amendment relocates the determination of the base each year into this subsection

because subsection (d) is being stricken.

ii) If a political subdivision has made contributions for group benefits but has not previousl

levied for contributions in excess of the base amount CONTRIBUTION, the political subdivision's

base is determined by muiltiplying the average annual contribution for each employee at the

beginning of the fiscal year immediately preceding the year in_which the levy will first be levied
times the number of employees for whom the employer made contributions for group benefits

under 2-9-212 in that fiscal year.

Establishes how a potitical subdivision that has o group plan o place but has not levied s
permissive lovy in the gast determines the base amount if they levy pernussive mills in the

future. Amendment changes the term “amount” to “contribution” for further clarification




Amendment strikes this subsection that was intended to provide how the base was

determined each year. That is now provided for by the previous amendments to

subsection (c).

{4)(5) Unused employer contributions for any state employee must be transferred to an
account established for this purpose by the department of administration and upon transfer may
be used to offset losses occurring to the group of which the employee is eligible to be a member.

{6)(6) Unused employer contributions for any government employee may be transferred to an
account established for this purpose by a self-insured government and upon transfer may be
used to offset losses occurring to the group of which the employee is eligible to be a member or
to increase the reserves of the group.

{6}(7) The laws prohibiting discrimination on the basis of marital status in Title 49 do not
prohibit bona fide group insurance plans from providing greater or additional contributions for
insurance benefits to employees with dependents than to employees without dependents or with

fewer dependents."

Section 3. Section 15-10-420, MCA, is amended to read:

"15-10-420. Procedure for calculating levy. (1) (a) Subject to the provisions of this section,
a governmental entity that is authorized to impose mills may impose a mill levy sufficient to
generate the amount of property taxes actually assessed in the prior year plus one-half of the
average rate of inflation for the prior 3 years. The ma*imum number of mills that a governmental
entity may impose is established by calculating the number of mills required to generate the
amount of property tax actually assessed in the governmental unit in the prior year based on the
current year taxable value, less the current year's value of newly taxable property, plus one-half

of the average rate of inflation for the prior 3 years.



(b) A governmental entity that does not impose the maximum number of mills authorized
under subsection (1)(a) may carry forward the authority to impose the number of mills equal to
the difference between the actual number of mills imposed and the maximum number of mills
authorized to be imposed. The mill authority carried forward may be imposed in a subsequent tax
year.

(c) For the purposes of subsection (1)(a), the department shall calculate one-half of the
average rate of inflation for the prior 3 years by using the consumer price index, U.S. city
average, all urban consumers, using the 1982-84 base of 100, as published by the bureau of
labor statistics of the United States department of labor.

(2) A governmental entity may apply the levy calculated pursuant to subsection (1)(a) plus
any additional levies authorized by the voters, as provided in 15-10-425, to all property in the
governmental unit, including newly taxable property.

(3) (a) For purposes of this section, newly taxable property includes:

(i) annexation of real property and improvements into a taxing unit;

(i) construction, expansion, or remodeling of improvements;

(iii) transfer of property into a taxing unit;

(iv) subdivision of real property; and

(v) transfer of property from tax-exempt to taxable status.

(b) Newly taxable property does not include an increase in value that arises because of an
increase in the incremental value within a tax increment financing district.

(4) (a) For the purposes of subsection (1), the taxable value of newly taxable property
includes the release of taxable value from the incremental taxable value of a tax increment
financing district because of:

(i) a change in the boundary of a tax increment financing district;

(ii) an increase in the base value of the tax increment financing district pursuant to 7-15-4287,
or

(iii) the termination of a tax increment financing district.

(b) If a tax increment financing district terminates prior to the certification of taxable values as
required in 15-10-202, the increment value is reported as newly taxable property in the year in

which the tax increment financing district terminates. If a tax increment financing district




terminates after the certification of taxable values as required in 15-10-202, the increment value is
reported as newly taxable property in the following tax year.

(c) For the purpose of subsection (3)(a)(iv), the subdivision of real property includes the first
sale of real property that results in the property being taxable as class four property or as
nonqualified agricultural land as described in 15-6-133(1)(c).

(5) Subject to subsection (8), subsection (1)(a) does not apply to:

—a} school district levies established in Title 20:-o¢

Leken he senvisave authorty for g Cgovernmental entity” from being combined with the
crpbion to ine overall mitt levy limitation so that it can be placed in a new
sasnection for soitical subdivisions,

(6) For purposes of subsection (1)(a), taxes imposed do not include net or gross proceeds
taxes received under 15-6-131 and 15-6-132.

(7) In determining the maximum number of mills in subsection (1)(a), the governmental entity
may increase the number of mills to account for a decrease in reimbursements.

(8) The department shall calculate, on a statewide basis, the number of mills to be imposed
for purposes of 15-10-107, 20-9-331, 20-9-333, 20-9-360, 20-25-423, and 20-25-439. However,
the number of mills calculated by the department may not exceed the mill levy limits established
in those sections. The mill calculation must be established in whole mills. If the mill levy
calculation does not result in a whole number of mills, then the calculation must be rounded up to
the nearest whole mill,

(9) (a) The provisions of subsection (1) do not prevent or restrict:

(i) ajudgment levy under 2-9-316, 7-6-4015, or 7-7-2202;

(i) a levy to repay taxes paid under protest as provided in 15-1-402;

(i) an emergency levy authorized under 10-3-405, 20-9-168, or 20-15-326; e

(iv) a levy for the support of a study commission under 7-3-184-,_or




(v) the portion that is the amount in excess of the base ameunt CONTRIBUTION of a

governmental entity's property tax levy for contributions for group benefits excluded under 2-9-

212 or 2-18-703.

Re-establishes the permissive levy authoriy stricken in the previous subsection. The
reason “governmental entity” is not changed to “political subdivision” in this seclion is
that the previgus sections being amended ware related to group benefits in Title 2, this is
amending a scction of property tax code. To change it throughout ali of Title 15 could have
some serious unintended conseguences. Mote that this subsection references back io
Title 2 to tie i1 togethier. Amendment changes term “amount” to “contribution” to tie to the

use of the term in Sections 1 and 2

(b) A levy authorized under subsection (9)(a) may not be included in the amount of property
taxes actually assessed in a subsequent year.

(10) A governmental entity may levy mills for the support of airports as authorized in 67-10-
402, 67-11-301, or 67-11-302 even though the governmental entity has not imposed a levy for the
airport or the airport authority in either of the previous 2 years and the airport or airport authority
has not been appropriated operating funds by a county or municipality during that time.

(11) The department may adopt rules to implement this section. The rules may include a
method for calculating the percentage of change in valuation for purposes of determining the

elimination of property, new improvements, or newly taxable property in a governmental unit."

NEW SECTION. SECTION 4. TRANSITION. (1) EXCEPT AS PROVIDED IN SUBSECTION

(2), A POLITICAL SUBDIVISION THAT LEVIED MILLS FOR GROUP CONTRIBUTIONS

PURSUANT TO 2-18-703 IN FISCAL YEAR 2009 MAY FOR THE FISCAL YEARS 2010

THROUGH 2014 LEVY THE GREATER OF:

(A) THE DOLLAR AMOUNT LEVIED IN 2009; OR

(B) THE AMOUNT DETERMINED IN 2-18-703.

(2) THE ACTUAL DOLLAR AMOUNT UNDER SUBSECTION (1)(A) MAY NOT INCLUDE AN
AMOUNT FOR _GROUP_ BENEFITS PAID FROM USER CHARGES DESCRIBED IN 2-9-

212(2)(AX(1).




nopravides toy o transition for nolitical subdivisions that may have in the past
v el aniculeted the permissive levy correctly. i allows political
ot are in this situation a pericd of five years to come into conformance with

NEW SECTION. Section 5. Saving clause. [This act] does not affect rights and duties that

matured, penalties that were incurred, or proceedings that were begun before [the effective date

of this act].

Uhin in e smngard saving Clause which is seff-explanatory

NEW SECTION. Section 6. Effective date. [This act] is effective July 1, 2009.

e e onnnoes o the caloulation for the permissive levy for group benefits effective

e e ey hiscsd voor, begmning Juty 3, 2009,

-END -
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